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Activities Not Related to Resident Care 

I f  the provider conducts activities not related to resident care, additional accounts must 
be added to accommodate those activities. 

Accrual and Cash Basis of Accounting 

For non-governmental providers the Financial and Statistical Report must be filed using 
information stated on the accrual method of accounting. The Chart of Accounts is 
designed to be used in a complete accrual accounting system. 

Financial information stated on an accrual basis is essential to insure that the proper 
reimbursement is made to providers. The measurement of the cost of services performed 
must include all supplies, salaries, services and other expenses incurred, regardless of 
whether or not those items have been paid. 

Many providers will find that the accounting for all transactions on a pure accrual basis 
may create undue workloads. Also, many providers account for their activities on a strict 
cash basis and they are satisfied with the management information produced from their 
existing system. Therefore, i n  lieu of accounting for all transactions on an accrual basis, 
the provider may maintain his records on a cash basis during the year and convert an 
accrual basis at the beginning and end of the year for reporting purposes. 

Chart of Accounts 

The applicable Chart of Accounts shallbe used by all Long Term Care Facilities 
participating i n  the t i t le XIX Program. Each Chart of Accounts provides for the basic 
classifications of all assets, liabilities, income and expense necessary for the preparation 
of the Cost Report. Providers may take some latitude i n  assigning account numbers but 
must maintain the basic Chart of Accounts. 

Cost reporting requirements 

All providers in operation under a valid Medicaid agreement for long term care services 
must file a Financial and Statistical Report (commonly referred to as a Cost Report or 
FSR) I n  addition to the annual reporting requirement nursing facilities will be required 
to submit a limited cost report containing direct care cost information for the period 
January 12, 200 1 t o  June 30, 200 I ,  i n  order that the direct care per diem can be rebased 
after this initial period Nursing facilities that are either new or have changed ownership 
or are new to the program will be required to prepare and submit a cost report for the 
period beginning their first day o f  operation through the end of the month which includes 
their sixth month ofoperation This report is essential i n  establishing rates tor a new 
provider a t  date offirst 



opening or acquisition, then the reporting period shall begin at official certification date 
rather than the date of acquisition. 

A.When To File 

Nursing facilities will report cost on a fiscal year ending June 30. Cost reports 
will be due within 75 days after the end of the reporting period. Under 16 Bed 

on a calendar year basis. The cost reportwill 
due within 90 days of the end of thereporting period. Benton Nursing Facility 

at the Benton Services Center and the16 Bed and over ICF/MR providers 
i l l  report cost semi-annually (January 1 - June 30) and (July 1 - December 3 1 )  

4 t h  the cost reports being due the second Tuesdayof February and August. 
the due date fall on a Saturday, Sunday, or State of Arkansas holidayor 
holiday, the due date shall be the following business day. Reports are to 

to the Office ofLong Term Care or postmarkedon or before the 

. .  

submit cost reports and other required schedules and 
date or extended due date have committed a ClassD 

Code 20-10-205. Civil penalties associated with failure to 
for Long Tern1 Care Facilities are detailed in Section 

B. ExtensionsforFiling 

I f  a written request for an extension is received by the Office of Long Term Care 
ten or more working days in  advance of the report due date and a written 
extension is granted, a penalty will not be applied, provided the extended due date 
is met. Each request for extension will be considered on its merit. No extension 
\ \ ) i l l  be granted unless the facility provides written evidence of extenuating 
circumstances beyond its control, which causes a late report. I n  no instance will 
an extension be granted for more than 30 days. 

C. What to Submit 

In addition to the applicable cost report forms providers must submitthe 
following: 

I .  Most recentlycompletedMedicareCostReport, 

2. 	 Workingtrialbalanceandrelatedworking papers identifying the cost 
report line each account is included on, 

3. Detailed schedule,depreciation 

4. Anyworkpapersused to computeadjustmentsmade on the cost report, 



Chapter 2 - Payment Method 

Federal law requires that states use published payment methodologies and justifications which 
specify comprehensively the methods and standards for making Medicaid provider paymentsto 
long term care facilities. 

assurance of Payment. .  

certified Title XIX Long Term Care facilities furnishing services i n  accordance with a l l  
state and federal Medicaid laws and rules \ \ . i l l  be paid i n  accordance with rates 
established under the state Medicaid plan. 

Participation i n  the Title XIX Program is limited to those Facilities which agree to accept 
the medicaid payment as payment in full for all care services provided to Medicaid 
recipients. 

upper Limits based on Customary Charges 

I n  no case may the reimbursement rate for services provided under thisplan exceed an  
individual facility's customary charges to other third party payers for such services 
except for those public facilities rendering such services free of charge or at a nominal 
charge 

A facility be given a period of 60 daysafternotification of  a medicaid rate increase 
to implement an)' required increase to other residents. I f  the Medicaid increase is 
effective retroactively, the facility will not be required to collect increases retroactively 
f r o m  other residents. 

The Department has established the following specific payment methods: 

? I  




A .  NursingFacilities 

1.  ReimbursementMethodology 

Reimbursement rates for nursing facilities will be cost-based. 
facility-specific rates that will consist of four major cost componentsand 
will be determined i n  the following way. 

reimbursement rates w i l l  be determined by adding calculated per diem 
amounts for four separate components ofcost: Direct Care, Indirect, 
Administrative, and Operating, Fair Market Rental, and the Quality 
Assurance Fee. This cost data for calculating these per dietus will be 
taken from desk reviewed cost reports submitted by providers i n  
accordance with these regulations. Only full-year cost reports will be useti 
in  establishing cost floors and ceilings. The methodology for calculating 
the per diem amounts for each component of cost is provided below 

A .  DirectCare 

Direct care per diem cost shall be calculated from the facility's actual 
allowable Medicaid cost as reported on the facility's cost report. The 
direct care per diem cost is subject to a floor and a ceiling. 
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component of the rate will rebase annually for the period J u l y  1 st to 
June 30"'. An inflation index will be applied to the provider's direct 
care per diem costto inflate cost from the cost reporting period to the 
rate period. 

B. Indirect,Administrative,andOperating 

For initial rate setting, the per diem payment for this component w i l l  
be set at 1 10% of the median indirect, administrative, and operating 
per diem cost adjusted for inflation using the inflation index ( see  
Section A.  5 . )  and paid as a class rate to all facilities. t h i s  per diem 
payment w i l l  be rebased at least once every three years. For rate 
periods in which the indirect, administrative, and operating cost 
component is not rebased, the existing indirect, administrative and 
operating per diem will be inflated forward into the next rate period 
using the inflation index. For each year i n  which costs arc rebased the 
per diem will be calculated i n  the same manner as used i n  the i n i t i a l  
rate setting process. 

C .  FairMarketRental 

A fair rental system will be used to reimburse property costs. t h e  fair 
rental system reduces the wide disparityi n  the cost of property 
payments for basically the same servicetherefore making this payment 
fairer to all participants in the program. The fair market rental system 
will be used i n  lieu of actual cost and/or lease payments on land. 

-...* '. , ,.-- II*l.-=--V-=- I buildings, fixed equipment and major movable equipment used i n  
,.1' { providing resident care.The fair rental paymentforfacilities t h a t  arc 

! 1 leased from a related party costswill be calculated ti-om the associated 
) , , ,. .. ..I . ..>..I 1  

b 

' 
with the related party i n  conformity \\-it11 related party regulations.

j : i I  

I 



(Rates for the initial rate period January 12, 200 I ,  to June 30, 200 1 ,  
will be calculated using an occupancy level of 75%). 

1 .  Return on Equity 

'The return on equity portion of the fair market rental paymentw i l l  
be calculated by taking the Current Asset Value (CAV)of a 
Facility less the ending loan balance on any loans used to finance 
fixed assets or major movable equipment times the sum of the 
June 30th 30 year U.S. Treasury Bond Yield plus 1.5%, as a risk 
premium For purposes of  calculating return on equity and 
determining allowable interest expense, allowable debt cannot 
exceed the facilities Current Asset Value. 'The maximum treasury 
bond yield rate used for calculating return on equity w i l l  be 1 10% 

The Current Asset Value (CAV) of a facility is calculated by 
multiplying the number of beds i n  a facility by the Per Bed 
Valuation (PBV) less an aging index of 1 %  for each year ofage 
not to exceed a 50% reduction i n  PBV. A facility will be 
considered new the cost reporting periodi n  which the facility is 
licensed. A facility \vi11 be considered one year old the following 
cost reporting period. The CAV of a facility will be recalculated 
and an appropriate adjustment to the per diem will be made when 
additional beds are placed in operation. 

The Per Bed Valuation (PBV) will be determined by the current 
cost of constructing and equipping one nursing facilitybed, which 
has been determined to be $38,000 for the cost report period 
ending June 30, 2000. 'The $38,000 per bed value \vas identified as 
the average construction costo f  recently constructed facilities 
The PBV will be adjusted annually thereafter to reflect changes i n  
construction costs as indicated per the Marshall Valuation Service. 
A percentage increase will be calculated by dividing the difference 
between the Comparative Cost Multipliers construction index for 
Little Rock, Arkansas, for the quarter ending January of the cost 
reporting period and January of the previous year. The annual 
adjustment percentage w i l l  be the lessor of the percentage as 
calculated above for building classes: I )  Masonry Bearing Walls, 
2) Wood Frame, or 3%. 

facility Rental Factor 

A facility rental factor \ v i 1 1  be paid for each facility t h e  rental 
factor is calculated b y  multiplying the CAV of thefacility by 
3 K O /
2.5% 2.5% 
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3. CostofOwnership 

4. 

5 .  

The cost of ownership componentof the property payment will 
consist of interest, property taxes, and insurance (including 
professionalliabilityandproperty)asidentifiedonthefacilities . 

cost report. The limitation on allowable interest expense is 
addressed i n  the return on equity calculation described above. 

Minor Equipment Purchases 

The cost of purchases of minor equipment is not covered i n  the 
Fair Market Rental Payment. Minor equipment for the purposes o f '  
reimbursement is any equipment that has a unit cost of $300.00o r  
less that would not have been included in the initial construction 
and furnishing of the facility. Minor equipment purchases arc to 
be expensed i n  the cost area i n  which the equipment is normally 
u s e d  Group purchases of minor equipment either i n  a single 
purchase or through periodic purchases throughout the reporting 
year are no longer considered minor and reimbursement is 
considered to have been included i n  the providers Fair Market 
Rental Payment. 

Renovations 

The current asset value of a facility will be adjusted as a result of' 
major renovations made to an existing facility. A major 
renovation is defined as renovations made to a facility where the 
total per bed cost of the renovation equals or exceeds ten percent 
( I O  (Yo) o f  the facility's current per bed value for the beds 
renovated or five (5%) for renovations to common arcas. the 
actual cost of a l l  additions or fundamental alterations to a facility 
that are required by state or federal laws or rules that take effect 
during the cost reporting period will be treated as an adjustment to 
the provider's aging index regardless of the percentage of current 
per bed value. The cost of renovation will be treated as an 
adjustment to the provider's aging index. A facility's aging index 
will be reduced by one percent (1%) for each percentof the current 
per bed value expended for renovations on a per bed basis. For 
facilities that have beds that have been placed i n  operation a t  
different times or when renovations include only a portionof the 
beds i n  a facility the determination that the renovation meets the 
criteria of major renovation and the reduction the aging index 
w i l l  relate to only those beds that were included i n  the renovation. 
For renovations to common areas, the determination t h a t  the 
renovation meets the criteria of major renovation and the reduction 
ofthe aging index will be applied proportionally t o  a l l  beds 


